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THE TREND OF CONSUMPTION IN 1942 
AN ANALYSIS OF SALES OF GROCERIES 


The problem of nutrition increases in importance as the war lengthens. 
Small nutritional deficiencies need give little cause for anxiety over a 
short period, but if they are allowed to persist they may become a 
serious danger to the health of the nation, the more so as for a consider- 
able time their effects may be insidious, and unmistakable symptoms 
appear only at an advanced stage of ill-health. Great efforts are there- 
fore being made in this war to provide for everybody the necessary 
nutritional requirements, and, except for temporary shortages of 
sources of vitamin C, there are no signs of a downward trend in 
the supply of essential nutritional constituents. Reductions in the 
allowance of one kind of food are, as a rule, counterbalanced by the 
supply of some suitable substitute. Thus, the increase in the ration of 
cheese, and the supply of dried milk and eggs in 1942, have helped to 
maintain the average intake of animal protein on a satisfactory level, in 
spite of a shortage of some other sources of first-class protein. In fact, 
from the 161 household budgets collected by us in June 1942! it appeared 
that as regards the families of that sample, the average nutritional intake 
was higher in June 1942 than it had been in June 1941. Our sample, 
however, comprised only 768 persons, and something much larger is 


1 Cf. BuLretin Vol. 4, Supplement No. 3, and Vol. 5, No. 3, Expenditure on Food 
and Nutrition. 
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needed if we want to draw any conclusions that may claim general 
validity. ; 

Fortunately, we are being supplied annually with very large samples 
of sales of groceries reflecting the purchases of about two million con- 
sumers.! This enables us to draw a picture of the general trend of 
supply of some essential foodstuffs, and also of the trend of expenditure 
on these foods. Up to August 1942, we obtained detailed accounts of 
the sales for one sample week in each month ; from September to No- 
vember, the accounts were supplied for two weeks a month, and for 
December for four weeks. 

From these samples we have calculated the average weekly purchases 
per person for the first and the second half of 1942. The data are set out 
in Table I and compared with the corresponding purchases in the pre- 
ceding year. Table I also gives the average prices of the several foods, 
the average outlay on them, and the relative expenditure on each item. 
As in the corresponding analyses in previous years, our calculations are 
based on the assumption that the total number of customers is identical 
with the number of sugar rations sold. This assumption is probably 
incorrect as regards bacon and tea. Bacon has always been a special 
line of most of these grocery shops, and it is likely that now more people 
are registered with them for bacon than for any other food. On the 
other hand, no registration is required for tea, and the various brands 
and blends can be bought in many shops, some of which are selling no 
groceries besides tea and coffee. The quantities of tea bought per sugar 
ration, as shown in Table I, certainly suggest that the number of cus- 
tomers for tea is below that for sugar. It is necessary to take note of 
these qualifications when considering the quantities in Table I, but 
they are unlikely to be of any importance with respect to changes in 
average consumption. For there is no reason to assume that there 
occurred any significant alteration in the relative numbers of customers 
for bacon, tea, and sugar, in the course of the last few years. 

It is obvious that for some other foods enumerated in Table I the 
grocery shops represent only one of the sources of supply, and that the 
quantities shown are but part of the total consumption per person. 
This holds good for sausages, cake, flour, and, perhaps, also biscuits. 
Some estimates of the differences are possible with the help of the data in 
the last but one column of Table I, which refer to the average purchases 
of groceries by the families which supplied budgets in June. In com- 
paring the data in this column with those in the first column of Table I, 
it will be found that for butter, margarine, lard, cooked meat, cheese, 
tinned milk, sugar, and jam, the average quantities derived from the 
budgets in June 1942, differ but little from those derived from the 
samples supplied by the grocery shops for the first six months of 1942. 
The larger amount of eggs in our budget data reflects the fact that the 
families that supplied the budgets had a relatively large number of 
children under five years old, whose allowance of eggs was four times 
that of the ordinary ration. 

The average quantities bought in 1942 should be compared with the 
official rations allowed per person, which are given in Table II. It will 
then be seen that although all the customers bought their full ration of 


1 Cf. the articles on this subject in BULLETIN Vol. 3, No. 10, and Vol. 4, No. 3. 
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TaBLeE II 
Rations in 1942 per Person per Week 


Butter! Margarine? lard? bacon Cheese? Sugar?’ Preserves!’ Tea® 
20z. 5oz. (11.1) 30z (11.1) 40z. 302. (30,5) 1202. (11.1) 4 oz. 2 oz. 
4 oz. 2 oz. 4 0z. (25.7) 8 oz. (25.7) 
8 oz. 16 oz. (9.8) 
8 oz. 


1Or margarine. 


2The dates in this column refer to the end of the period for which the allowance was made. 
3From April 6 to June 27, the preserves ration could be exchanged for an equal amount of 


sugar. 


4From May 11, including imported honey, imitation honey, and fruit cards. 
26, including syrup and treacle. 
5From August 1, no tea for children under 5 years old. 


TABLE III 


Lowest and Highest Prices in 1941 and 1942 


Lowest Prices 


1 Authorised by Government Orders. 
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Until July 


Highest Prices 
1941 


1942 1941 1942 

Price! Month Price! Month Price! Month Price! Wonth 

(pence) (pence) (pence) | (pence) : 
Butter 19.0 Jan./June | 19.0 Jan./Dec. 20.4 November; 19.0 Jan./Dec. 
Margarine 8.6 February 8.0 January 8.9 Nov./Dec. 8.7 Nov./Dec. 
Lard 9.0 Jan./Dec. 9.0 Jan./Dec. 9.0 Jan./Dec. 9.0 Jan./Dec. 
Bacon 18.6 January | 17.0 January |] 21.1 December | 19.1 July 
Ham 25.7 March 23.1 November || 45.1 November |. 34.9 April 
Cooked Meat 1 PY May 11.6 November |} 21.0 December} 17.4. December 
Sausages 10.0 March 8.3. January || 13.6 June 11.2 March 
Poultry and : 

Rabbits 20.2 November] — = 25:3 May == = 
Cheese 12.0 August | 13.2 Mar./Apr. || 13.6 May 13.5 June 
Eggs, shell 1.9 June 2.0 August 2.4 Feb./Mar.{ 2.6 April 
Sugar 3.0 Jan./Dec.| 4.0 Jan./Dec. 3.0 Jan./Dec.| 4.0 Jan./Dec. 
Jam 10.7 Aug./Sep.| 8.5 January | 11.2 Decerhber| 11.1 Nov./Dec 
Cake 10.7. Jan./Feb. 9.5 January 12.2 Nov./Dec. | 11.0 November 
Biscuits 9.7 Mar./Apr.| 9.0 . January |] 12.4- December |:,10:5 © October 
Flour 2.1 March 1.8 Jan./Sept. |} 2.7. Nov./Dec.| 2.2 December 
Tea 35.4. January | 34.0 January || 36.6 December] 35.4 December 

1Per unit; eggs, per egg; all other items, per Ib. 

TaBLe IV 
Ministry of Labour Prices 1942 
January Changes! 
; me Date New Price 
pence nce 

Butter | lb 19 15.XI ae . 
Margarine, standard Ib 5 =s = 
ditto, special Ib 9 a a 
Bacon Ib 20 26.X% 
Cheese Ib 1 "4 — 224 
Eggs 1 egg 2}--2 30.111 aw 
Sugar lb Se : —- : i¥ 
Flour lb 2 18.X 
Tea Ib 30 — 44 


2? From December 29, 1941. 


butter, they only took up part of their rations of margarine and lard. 
Moreover, there was a slight decline in the consumption of these fats 
as compared with 1941. It should, however, be remembered that in 
November and December 1941 the total allowance of butter, margarine, 
and lard, was temporarily raised to 10 ounces per person per week. 
During the same period the weekly ration of sugar, too, was increased, 
from 8 ounces to 12 ounces. The small reduction in the total con- 
sumption of fats in 1942 is probably mainly due to the increased facilities 
for communal meals, which tends to reduce the number of meals pre- 
pared at home. The amount of protein foods’ bought was higher in 
1942 than in 1941, largely as a result of increases in the allowance of 
cheese. Yet although for the last five months of 1942 this allowance 
was 8 ounces per person per week, the average purchases for the second 
half of the year amounted to only 4.5 ounces.!_ Concurrently there were 
slight increases in the consumption of ham?, cooked meat, and rabbits and 
poultry. Thanks to the supply of dried eggs the consumption of eggs 
remained constant, as compared with the first half of the year. The rise 
during the same period in the expenditure on tinned milk from 0.4 pence 
to 0.6.pence must probablv be attributed to purchases of household milk: 
it would represent the equivalent of about a tenth of a pint per person 
per week. 

Little comment is required as regards the group of carbohydrate foods. 
The fluctuations in the consumption of sugar are the result of changes 
in rationing, which are mapped out in Table II. This also partly ex- 
plains the fluctuations in the purchases of jam, which are further 
affected by fluctuations in the supply of alternative preserves, such as 
fruit curd, mincemeat, honey, syrup, and treacle, since, for the grocery 
shops, all these foods are included under ‘ sundries.’ The steep decline 
in the purchases of flour indicates a decline in home baking, due, most 
likely, not only to lack of time but also to the disappearance of white 
flour and the high point value of dried fruit. Less home baking might 
also be a supplementary cause for the reduced demand for fats. The 
abolition of the tea ration for children under five years old since August 
I, 1942, is probably the reason for the slight fall in the purchases of tea. 

If we look at the expenditure on groceries as set out in Table I, we find 
that for the three half years, January—June 1941, July—December 
1941, and January—June 1942, it remained practically constant for the 
whole group of specified foods, but rose by about ro per cent. from the 
first to the second half of 1942. This was brought about partly through 
increased purchases and partly through a rise in the average prices of 
some of the foods bought. In considering the movements of the prices 
‘it will be useful to consult also Table III and Table IV. The former 
gives for both 1941 and 1942 the lowest and the highest average prices 
of each food in the grocery shops, and indicates in which months they 
occurred, while the latter shows the prices used by the Ministry of Labour 
for their cost of living index. ; pt acters 

Before entering into a discussion on the movements of prices it is 
necessary to point out that the grocery shops always supply their data 


1 This is about 45 per cent. above the average consumption before the war. 
2 The average purchases of ham in 1941 were less than a twentieth of an ounce per 


person per week. 
34.e. Groups (1) to (4). 
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to us in round figures, #.e. in pound sterling as regards expenditure, and 
in hundredweights as regards the quantities of most foods. Fluctua- 
tions of about a farthing in the unit prices given in our Tables may 
therefore be meaningless, provided the movement is irregular and does 
not reveal a distinct trend. Such a trend is, for instance, apparent in 
the development from month to month of the average prices of mar- 
garine.and tea. The highest possible limit for the former is 9 pence— 
the price-of ‘ special ’ margarine—while for the latter it is about 36 pence 
—the maximum price for Indian tea.1 As regards both these foods 
there has been a steady and uninterrupted movement towards the 
respective upper limit, which for margarine was all but reached in 
November 1942, while for tea it was touched already in July 1942 and 
has since been transcended. Yet since August 1942 the price of tea no 
longer exhibits a clear trend but irregular fluctuations, oscillating 
between 36.2 pence and 36.6 pence. The growing demand for best 
qualities is also reflected in the increased purchases of rather expensive 
protein foods, such as ham, cooked meat, and poultry, while the full 
allowance of cheese, which is a cheap source of first-class protein, was 
not taken up ; furthermore, this is most likely the indirect cause of the 
rise in the average price of sausages, and, perhaps, of cooked meat. 
For the prices of sausages are controlled and have not changed, so that 
a higher average price simply means that more pork sausages have been 
sold, and fewer beef sausages and sausage meat. Of course, people now 
can purchase only what the shops happen to be able to supply ; but, on 
the other hand, the shops try to offer as far as possible what. best meets 
the demand of their public. A glance at Table IV will, however, reveal 
that during 1942 there were genuine increases in the price of butter, 
bacon, and flour. Moreover, the rise in the price of flour obviously 
also affected the prices of cake and biscuits. On the other hand, when 
in December 1941 the price of sugar was lowered, from 4 pence to 3 
pence a pound, there followed no decline in the prices of those foods 
into the manufacture of which it enters, as the reduction was confined to 
sugar sold retail. 

It is interesting to observe that there was a gradual decline in the 
outlay on ‘ sundries ’? from the first half of 1941 to the first half of 1942. 
We have no means of analysing the figures in this group, but it seems 
likely that to some extent they were affected by the restrictions imposed 
on the production of fancy foods. Even’ when in the second half of 
1942 expenditure on ‘ sundries’ had again moved upward, it still was 
about Io per cent. less than it had been in the first half of 1941, and only 
represented about 243 per cent. of the total outlay, as compared with 
nearly 28} per cent. in the first six months of 1941. 

_ It may be somewhat surprising to find from the data in Table V that, 
in spite of a rise in prices, people received on the whole better nutritional 
value for a given outlay on groceries in the second half of 1941 and in 
1942 than in the first half of 1941. This is brought out particularly 
clearly in the indices of the group of protein foods. The much steeper 
upward trend in the index of animal protein as compared with the 
index of expenditure for this food group is, of course, due to the increased 
a nae a ne were permitted forChina tea, but there was scarcely any on the 


a This group includes all tinned foods, cereals, dried pulses, dried fruit, cocoa, coffee, 
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TaBLE V. Nutritional Values and Exbenditure 


Indices of % of Total 
Calories Protein Outlay | Calories Protein 
(1941, Ist half = 700) 


(7) Fats : 
Ist half 100 — 100 32 — 
1941) ond halfé 104 te 100 32 a 
1942J 1st half 96 — 93 ot — 
2nd half 96 a 93 31 — 
(2) Protein Foods : 
1941 J 1st half 100 700 700 25 60 
2nd half 105 104 99 25 63 
1942 J 1st half 106 110 107 27 65 
2nd half 127 144 ii 32 75 
(3) Carbohydrate Foods : 
1941 J 1st half 700 100 700 43 40 
2nd half 105 90 96 43 37 
19424 1st half 95 87 94 42 35 
2nd half 87 74 LOT 37 25 
Groups (1)—(3) : | 
1941 J 1st half 100 100 100 | 100 100 
2nd half 105 98 98 100 100 
1942 j 1st half 98 101 100 | 100 100 
, = 2nd half 100 116 113 | 100 100 
Nutritional Values Bought per Person per Week? 
Outlay (pence) Calories Protein (grammes) 
Groups (1)—(3) : 1941 1st half 26} 5670 84 
2nd half 252 5930 83 
1942J 1st half 264 5540 85 
7 2nd half 293 5660 98 


ifn round figures. 

purchases of cheese. The increased supply of cheap first-class protein 
from this source more than offset the effect of the increases in the prices 
of other foods in this group. The reduction of the butter ration 
accounts for the relative decline in the price of calories in the fat group, 
while, on the other hand, the average prices of calories and of protein in 
the carbohydrate group were raised, mainly through the fall in the 
purchases of flour, which is one of the cheapest sources of calories and 
second-class protein. The decline in the cost of calories in this group 
from the first to the second half of 1941, occurred as a result of the in- 
crease in the ration of sugar, which is an inexpensive calorific food but 
contains no protein. Considering the three food groups together we see 
that while the calorific value of the foods bought per person remained 
about constant, the outlay on them rose by about 13 per cent. At the 
same time, however, the total protein content of these foods rose by 
16 per cent., and the content of first-class protein by 44 per cent. 

In concluding we can state that the analysis of our sample of sales of 
groceries in 1942 confirms what we already saw reason to surmise from 
the analysis of a small sample of household expenditure in June 1942. 
As far as can be judged there has been no deterioration but rather a 
slight improvement in the standard of nutrition since 1941. Moreover, 
higher earnings on the one hand and, on the other, strict limitations— 
mainly owing to rationing—of the quantities available of most of the 
foods for which demand is elastic, made people increasingly concentrate 
on quality. Hence, in spite of comprehensive control of the prices of 
food, total expenditure on food appears to have increased. 

T. SCHULZ. 
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THE BUDGET 


1. In the present Budget, as in the last, the Chancellor relies for the 
increase in revenue on indirect taxation. The new taxes are expected 
to yield about £100 million in a full year and the leading roles are played 
again by Beer and Tobacco. _ Se vats 

There may be two reasons for imposing indirect taxes. One is that, 
like any.tax, they reduce the Budget deficit and thus ease the future 
‘burden of the National Debt.’ The second is that they press down 
consumption of either the article taxed or of other goods and services 
and thus are supposed to counteract the danger of inflation. : 

With regard to the ‘revenue aspect’ it has been argued in this 
BULLETIN that it is not of primary importance. The increase in the 
National Debt does not constitute any burden for the economy as a 
whole, because the payment of the interest on it represents a mere trans- 
fer problem. It is only necessary to arrange the transfer in such a way 
that it should not disturb output and employment. This may be 
achieved by financing the interest on National Debt by an annual 
capital tax or a modified income tax.!_ For such a financing of the 
interest on National Debt does not affect significantly the total volume 
of investment and consumption and thus is more or less neutral with 
regard to output and employment. } 

"2. Even though many people may disagree with this argument most 
of them will probably accept the view that in the present emergency 
considerations of the future burden of the Natinal Debt are of secondary 
importance. However, for people concerned with the ‘ revenue aspect ’ 
(or with the prices of tobacco shares) it may be of interest that the 
prospects of tobacco consumption are now rather worse than a year ago. 
The heavy increase of tobacco duty in the last Budget caused only a 
slight reduction of its consumption in 1942-43 as compared with 1941-42. 
It must be taken into account, however, that almost throughout 1941-42 
there was a (sometimes acute) scarcity of tobacco which resulted fre- 
quently in rationing of customers by shopkeepers. The rise in tobacco 
prices 1942-43 cut out the weaker consumer, reduced the pressure of 
demand and thus enabled quite a number of people to increase their 
consumption. As tobacco is now plentiful, however, this process of 
compensation will not happen again, and although the price increase is 
this time less, the fall in consumption may be much heavier than in the 
last financial year. It may be seen, however, from the Budget estimates 
of the revenue from tobacco duties that only a slight fall in the con- 
sumption of tobacco has been assumed. 

3. We shall now consider in turn the ‘curtailing-of-consumption aspect’ 
of indirect taxation. An increase in indirect taxes will normally reduce 
both consumption of the article taxed or of other goods, and savings. 
In the case of beer and tobacco which are consumed by poor and rich 
alike the effects are roughly as follows. The poor man saves rather 
little and his saving is of what may be called an inelastic type (insurance, 
etc.), he must therefore cut either his consumption of beer and tobacco 
or the expenditure on clothing, household goods and entertainment. 
The more well-to-do are able to reduce their saving and thus to evade 
the pressure on consumption. Thus even if expenditure on beer and 


1M. Kalecki ‘ The Burden of the National Debt,’ BuLtetin, Vol. 5, No. 5. 
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tobacco took the same percentage of lower and higher incomes the con- 
sumption of the poor would be likely to be curtailed more than that of 
the rich. However, above a certain income limit the expenditure on 
beer and tobacco in relation to income is the lower the higher the income. 
Thus there are three reasons for the poor being penalised by beer and 
tobacco taxes: (1) the same percentage cut in consumption means 
greater hardship in the poor than on the rich; (2) the same percentage 
cut in the real income of the poor means usually a higher percentage cut 
in their consumption than in that of the rich because of their inability 
to reduce savings; (3) the percentage cut in real income of the higher 
grades as a result of increase in prices of beer and tobacco is smaller 
than in that of the lower grades. 

It is precisely for these reasons that curtailing consumption by a 
general price increase, i.e. by inflation, is considered undesirable. It is 
therefore paradoxical to fight inflation by taxation of semi-necessities 
which has similar repercussions. Indeed, indirect taxation is nothing 
else but a Government controlled inflation. Also its repercussions with 
regard to the ‘ vicious spiral’ are much the same. The workers asking 
for wage increases as a result of the rise in cost of living are not interested 
in what way this rise has been brought about. The only important 
‘advantage ’ of taxation of tobacco and beer in this-context consists in 
the fact that tobacco is heavily underweighted in the cost of living index 
of the Ministry of Labour and beer is not represented in it at all. But if 
an index deviates too much from the actual state of affairs it gradually 
loses its significance. 

But then what taxes should have been introduced by the present 
Budget ? None at all? That perhaps would be the most reasonable 
course to take. At the present juncture the fight against inflation is 
being actually waged not by the Treasury but by the Ministry of Food and 
the Board of Trade. For they have at their disposal the most effective 
weapon : the ration book. 
M. KALEcKI. 


THE U.K.C.C. IN THE MIDDLE EAST 


The United Kingdom Commercial Corporation, a trading corporation 
whose shares are owned exclusively by the Treasury, was originally 
formed in April 1940 to assist the export drive in the Balkans and 
Turkey. Its chief functions in this respect were two-fold. Through 
its overseas representatives it was in a position to establish conditions 
more favourable to British export trade by offering an alternative 
market for the staple products of the countries concerned : in this way 
it was hoped to offset the advantages gained by Germany under Nazi 
trading methods. On the other hand it was able to assist the 
exporter at home through the complexities of Government controls 
and to press for priorities as regards raw material supplies; it 
gave assistance in the arranging of shipping and transport services, 
and in the provision of financial facilities to exporters. For example, 
Government war risk and marine insurance through the ordinary chan- 
nels covered one part of export risks and the Export Credits Guarantee 
Department the others,‘such as inability to ship to or receive payment 
from a foreign buyer owing to war conditions abroad. But some 


of 


countries offer payment only against presentation of documents on 
arrival of goods, against which kind of delay the U.K.C.C. issued to the 
exporter a Letter of Undertaking worded as an unconditional promise 
to pay upon the date stated, a document which could immediately be 
discounted if desired. 

Before these operations had been developed to the full, there came 
the fall of France and of the Balkans, both affecting the shipping situa- 
tion adversely. The sphere of operations of the U.K.C.C. was being 
extended to Spain and Portugal, Iceland and South America when 
the passage of Lend-Lease in March 1941 removed the vital necessity 
of the war-time export drive. These circumstances have introduced 
modifications into the original aim of the U.K.C.C., which now operates 
in three capacities. 

1. In countries completely isolated from trade with Germany by the 
blockade, e.g. Latin America, it is still a trading concern primarily 
interested in the preservation, if not the extension, of British export 
markets but handicapped by Lend-Lease qualifications, and even more 
restricted by the lack of shipping space, raw materials and labour since 
the diversion of the export drive. 

2. In countries not isolated from Germany, e.g. Turkey, Iran before 
1941, Spain and Portugal, it is also still primarily a trading concern and 
very much more active than in the previous tase. But it is governed 
by war-time motives, i.e. by the necessity of securing the greatest 
quantity of the foreign country’s strategically important exports, while 
sending her in exchange goods made from raw materials which we can 
best afford to spare. The price factor is only of secondary importance 
since the passage of Lend-Lease sol%ed the foreign exchange problem. 

3. In countries in which are stationed Allied Armies, e.g. the Middle 
East excluding Turkey, the U.K.C.C.’s primary function is not trade in 
the ordinary sense, but supply, and its activities cannot be considered 
apart from the Middle East Supply Council by which its policy is 
directed. Not only is this area of vital strategic importance but there 


has been a greater disruption of trade here than in any other non- 
belligerent country. 


SUPPLYING THE MIDDLE East. 

For the greater part of all imports, except food, these countries 
were normally dependent for supplies upon Great Britain and Germany, 
while Japanese and Indian textiles were becoming an increasingly 
important factor. With the cutting off of both German and Italian 
supplies, in 1940, Great Britain stepped into a semi-monopolistic posi- 
tion in which she has since been joined by the United States. The de- 
gree of monopoly was intensified by the entry of Japan into the war in 
December 1941. The gravity of the supply position is illustrated by 
the shipping figures for Egyptian ports.! ; 


TABLE I. 
Alexancria Port Said Suez 
ay 1939 1940 1939 1940 1939 1940 
Ship arrivals 427 49 143 35 111 53 
Tons of cargo: 
(000) landed 685.5 69.0 8.6 Wil 166.4 142.2 
Transit 4.4 — 82.6 20.8 0.1 0.1 


1 jSoveign'Commerce Weekly, 1942. 
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Since the time lag in arrivals involved in going round the Cape after 
June 1940 was offset by the much more favourable shipping conditions 
of the first half of the year, the total for the following year, IQ4I, was 
probably not much higher. The reduction in imported supplies appears 
to be considerable and was intensified in 1941 by the necessity of 
importing 600,000 tons of grain. Monopoly under such conditions is a 
position of responsibility and has had two results. Firstly, the setting 
up at the end of 1940 of a new war-time organisation, the Middle East 
Supply Council, which frames the supply policy -of the whole region 
of 15 countries, having a total population of more than 80 million people. 
Secondly, the placing of the U.K.C.C. in sole charge of the transport 
of all civilian supplies to and from the Middle East, thus enabling 
civilian supplies to be packed amongst armaments and other goods in 
transit of unwieldly shape so that the maximum utilisation of shipping 
space could be achieved. 

THE M.E.S.C. was constituted in 1940 but its first full meeting was 
only held in April 1941. It is staffed by British and U.S. civil and 
military personnel and directed by the Minister of State, now Mr. R. G. 
Casey, assisted by Mr. Frederick Winant and General Maxwell of the 
U.S. Full meetings, held every six months, are attended by delegates 
from all the countries concerned. Its area of operations is the Eastern 
Mediterranean (excluding Turkey) plus Iraq and Persia. The centre, 
at Cairo, is kept informed of requirements either by branch organisa- 
tions in each country or by representatives at the British Embassies. 
From these sources of information half-yearly surveys of requirements 
are received in Cairo, where the whole area is assessed as one economic 
unit. Neither the Centre nor the Committees have executive powers : 
they advise and coordinate, but some revision of requirements which 
can be met out of local supplies is achieved and only the minimal 
assessment is sent to London. Here the supplies programme 1s 
again revised, partly on advice from’'a Middle East Supplies Committee 
in London and finally in the light of what is available both as regards 
supplies and shipping space. d 

The degree of control exercised by the M-E.S.C. has gradually in- 
creased until at present sea-borne trade has become divided into two 
channels: private trade subject to import and export licences in most 
of these countries (given shipping space only if approved by the 
M.E.S.C.) and trade conducted by the Centre itself through its executive 
organ, the U.K.C.C. The latter has monopolies in (a) cereals, sugar 
and fertilisers, which are both bulky and essential, (0) tea, quinine and 
oilseeds, i.e. commodities subject to world-wide pooling arrangements 
under combined Anglo-American Boards. Shipping, storage and trans- 
port of these commodities is also entrusted to the U.K.C.C. 

The primary function of the U.K.C.C. is much the same in all 
its trading operations ; the centralised control of shipping space. The 
Corporation is able to collect at the ports in supplying countries 
stocks of commodities. for shipment, which is made not to each Middle 
Eastern country separately but in many cases to the clearing centres 
in Egypt, from which they can be shipped on in smaller craft. Selection 
for shipment from the original country of supply can be made upon two 
criteria only (a) the degree of necessity to the consignee country, (0) the 
size and shape of the goods with reference to the shipping space available. 
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Consignments can be divided up into lots of any convenient size and 
the delay between one lot and another is important only if the goods are 
urgently required. Since the exporter in this country is covered by a 
Letter of Undertaking, his position is not affected by decisions regarding 
time or manner of shipment. Apart from the organisation of ship- 
ments, the U.K.C.C. endeavours to operate as far as possible through 
the usual channels. The arrangements therefore differ with the com- 
modity and with the country both of export and of import. 

In this country, the ordinary channels now are the respective trade 
associations. Export orders from Palestine, say, will be placed by the 
U.K.C.C. with the appropriate association and the contract shared out 
by it amongst its members. Supplies coming to the Middle East from 
other parts of the world appear to be arranged directly through in- 
dividual firms. For example, after the cessation of Japanese cotton 
goods supplies the U.K.C.C. put Sudanese importers in touch with 
Indian shippers. The decision as to the quantities and types of imports 
is made, as described, by the M.E.S.C. for all Middle East countries 
except Turkey, with whom Trade agreements are arranged every year 
with the assistance of the U.K.C.C. Commodities are arranged under 
three heads. 

1 U.K.C.C. monopolies. Here the goods are actually bought abroad 
in bulk by the Corporation and shipped to clearing centres in the Middle 
Kast. Allotments to countries are then distributed to their ports where 
each Government has its own arrangements with private distributors. 
In most of the Middle East countries imported wheat, sugar and fer- 
tilisers are distributed under Government rationing schemes, though in 
Syria and Lebanon the U.K.C.C. undertook this task itself for some 
months after the occupation in June 1941. 

2. Trade in essential goods. In Turkey these are defined and quan- 
tities settled under the agreements. In other parts of the Middle East, 
import and export licensing systems are in operation either upon a 
quota system as in Egypt or with certificates of essentiality. 

3. Trade in non-essential or semi-essential goods has veen,largely pro- 
hibited but under certain quota systems there is a schedule of permitted 
quantities, e.g. in Egypt, goods listed in schedule 2 (e.g. beer—3,000 
tons/6 months) are given import permits but not priority by sea. 

Distribution within each Middle East country of commodities in 
classes 2 and 3 is left to private enterprise. In Turkey, the reduced 
imports arriving are being shared out between individual firms by trade 
associations formed foi the purpose but arrangements differ in the other 
countries. In Iran, all foreign trade has hitherto been a Government 
monopoly, which is now being given up to individuals. In Palestine, 
firms have been appointed to a controlling position in certain sectors of 
distribution e.g. control of chemical imports is in the hands of the 
Imperial Chemical Industries (Levant). 


Poticy oF THE U.K.C.C, AnD THE M.E.S.C. 

In order to economise in shipping space efforts are being made to 
encourage economic self-sufficiency of the Middle East as a whole by 
encouraging local production and the maximum exchange between 
neighbours. However, the food situation, when these bodies began 
joint supply operations in the area, was at its worst because the shipping 
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shortage was followed in 1941 by a bad harvest. Little attempt had 
been made before 1941 to build up stocks of essential civilian supplies 
even in Palestine, the Middle East country most dependent upon 
imports. 

TaBLeE II. 


Palestinian Imports 1935 1936 1937 1938 1939 1940 1941 
(thousands of tons) 


Wheat 17.8 7ANBS By al 392, 76.0 44.0 70.3 
Price index c.i.f. 100 144 149 1135 702 142 203 
Wheat Flour 33.7 30.6 27.3 18.5 24.3 6.1 14.0 
Price index c.i.f. 100 112 148 127 110 149 188 
Sugar 26.9 26.4 24.1 26.1 27.5 31.8 20.4 
Price index c.i.f. 100 96 709 103 156 249 327 
Fertilisers 12.0 9.6 14.6 10.2 10.1 3.4 0.0 
Price index c.i.f. 100 91 109 105 107 158 157 


Almost the first large scale operation of the U.K.C.C. was, therefore, 
to import in 1941 600,000 tons of grain into the area. A large part of 
this was distributed to allay the panic, but direct import of consumers’ 
goods, including foodstuffs, is only intended as a last resort. In view 
of the desire to increase economic self sufficiency import programmes 
would be expected to bulk largely with machinery and raw materials 
for the increase of local production. Agricultural self-sufficiency de- 
pends partly on measures for increasing arable acreage, such as the 
Cotton Restriction Act and wheat subsidies in Egypt, and on irrigation 
schemes also in progress in Palestine and Syria; but how much could 
be done by the encouragement of more intensive methods, can be seen 
from the table below. Yet fertiliser imports into Palestine had almost 


Cereal Yields per Worker in Palestine 
Yield per dunam (4 dunams = 1 acre) 


Wheat Barley 
Jews 110 kilograms 154 kilograms 
Arabs 70 33 59 fe 


1 Economic Survey of Palestine. Hinden and Horowitz. 


ceased in 1941. Under the aegis of the U.K.C.C. they are now said to be 
increasing again. Imports of fertiliser into Egypt have been made 
by the U.K.C.C. altogether 160,000 tons of Chilean nitrate having 
arrived in 1941—42. Egypt’s fertiliser imports in 1939 totalled 585,700 
tons, however, of which 206,700 tons was natural and 144,000 tons 
synthetic sodium nitrate so that this figure, at best, cannot indicate a 
great increase in the intensification of cereal production, even if the 
decrease in cotton acreage is allowed for. In Palestine, where the 
technical skill necessary for its use is available, imports of agricultural 
machinery, too, were in 1940, at £P23,800, substantially lower than 
in 1939, when the value of imports was £P30,700. The value of imports in 
1941 was £P28,000, somewhat higher than 1940, but prices had risen 
in the meanwhile and the physical volume of imports in 1941 may 
have been smaller than 1940. 

In the industrial field, figures for the import of machinery are lacking 
but every country now claims increased industrial activity, though 
whether this is taking place in the desired industries is less certain. For 
example, increasing activity in Palestine’s diamond cutting industry is 
of value only in so far as output is restricted to industrial diamonds. 
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The greatest increases of activity are said to have occurred in Palestine, 
because of her industrial assets, e.g. reserves of skilled Jewish labour. 
Yet even here employment figures indicate that activity fluctuated and 
in some cases declined, the decisive wartime industrial drive only dating 
from mid-1941, perhaps because of the turn of military events. In 
Egypt reports still indicate decreases in some sectors, €.g. 198,000 tons 
of sugar was refined in 1940—41 but only 180,000 in 194142 though 
it was not for want of raw sugar stocks. Remembering, therefore, the 
dependence of these countries upon imports for most consumption goods, 
the total volume of supplies cannot yet approximate even to the pre- 
war level while demand has increased considerably.?_ Particular in- 
stances of U.K.C.C. help in the bringing together of complementary firms 
are often quoted in the Press but general measures favouring industrial 
expansion appear to be left to the individual governments. Only a 
negative control appears to exist in the M.E.S.C. and U.K.C.C. selection 
of imported machinery and raw materials. No improvement upon 
this weak dual system of organisation is possible so long as the various 
national governments see the U.K.C.C. as an organ for extending 
British trade. This suspicion is confirmed each time U.K.C.C. authority 
is delegated to a British firm rather than a local one, as in the case of 
Palestinian transport and chemicals or the sale of pharmaceutical pro- 
ducts in Persia. Even at the cost of some loss of particular efficiency 
such a policy might be abandoned, as this would strengthen the hand of 
the M.E.S.C. in its relations with the various national authorities. 

In view of the present inability of local output to satisfy demand the 
extension of rationing seems desirable, in spite of administrative short- 
comings, at least to textiles. The chief difficulty is an inability to 
supply these countries except by increased imports so long as there is no 
effective scheme for distribution, a factor also making estimation of 
needs more difficult. Turkey, for example, owing partly to hoarding 
and to the abandonment of rationing with the change of Government 
in 1941, found it necessary to import 69,000 tons of wheat and flour in 
I94I—-42 having exported more than 100,000 tons of wheat and flour 
in 1937 and 1638. And in Palestine imports of cotton yarns and 
manufactures increased in value from £P446,000 in the first six months 
of 1940 to £{P1,712,000 in the corresponding period of 1942.3 If trading 
between countries is to reach a maximum each Government has to feel 
certain that its own requirements will be met in case of shortage. Some 
upper limit must be set to ‘ needs,’ the price mechanism being inequit- 
able and also inadequate in view of the rising tide of income. Price 
Control within the countries is, naturally, difficult under such conditions 
but is rendered even more so by two remediable factors. One is the 
prevailing dependence upon tariffs for revenue. Besides being re- 
gressive such tariffs have other drawbacks : (a) they tend to raise prices 
not only of imports but of similar goods at home by a corresponding 
amount; (6) they are barriers to the free exchange of goods desired for 
economic self-sufficiency. Nor can they even be said to curtail con 


* Iraq imported 81% of her textile requirements from Japan alone in 1937 and much 
of the remainder from Great Britain. Even Egypt in 1939, in spite of her growing 
textile industry, imported 65% of her textile requirements. 

2 Cf: BULLETIN Vol. 5, No. 1 

§ Much of the increase is due to rise in prices, c.i.f. 
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sumption when demand has risen so disproportionately. The increased 
prices, besides, have made it necessary to grant wage increases and cost 
of living bonuses which counteract the effect of tariffs upon purchasing 
power. The removal of tariffs upon essential goods and the extension of 
rationing of necessities at controlled prices would be the ideal solution 
and, even if not capable of complete achievement, would at least be 
effort in the right direction. Some more direct form of taxation might 
be substitutable e.g. income tax, as in Palestine, plus, if necessary, an 
increased land-tax. 

In part however, the increase in prices at the ports is attributable to 
the U.K.C.C. itself, since no adequate control of prices quoted to 
importers seems to have been obtained. In the case of goods exported 
from this country prices quoted will be those obtaining in markets at 
home and these are controlled. But, in many cases, the goods sold 
abroad are of a type not suitable for home consumption at all, o: come 
from countries such as India where profiteering is less well controlled, 
or even from other areas in the Middle East itself. The Governments 
concerned do not, qua Governments, always object to high prices since 
exporting countries welcome a favourable balance of payments while 
importing countries increase proportionately their Customs revenue. 
The U.K.C.C.’s policy with respect to export surpluses in the Middle 
East, is to buy these in bulk, one reason given being ‘ the urgent necessity 
of establishing price-control’ (Financial Times March 17, 1943). In 
view of this, there seems no reason why a similar policy should not be 
adopted in the purchase, say, of Indian cotton piece goods for the Middle 
East. Bulk purchases would facilitate a stricter control over prices of 
supplies, and since textiles and clothing are to be ranked as necessities, 
second only to food, imports of these should be controlled by the first 
method—U.K.C.C. monopoly. 

To solve these problems of internal distribution is of vital importance 
to the U.K.C.C. since they complicate estimates of need and make it 
necessary to transport far larger quantities than would otherwise be 
required. In spite of increasing imports, complaints of shortages and 
high prices continue and Allied Supply organisations are held respon- 
sible. Insistence upon further rationing and price control seems there- 
fore unavoidable if supply policy is to be effective. aah 

aA Dis 


DIARY 
STABILISATION POLICY IN THE UNITED STATES 


By issuing his executive order on ‘ wage and price freezing’ in the 
first part of April the President had a third shot at the problem of 
stabilisation, the first two attempts in May and October 1942 having 
failed to attain the desired objective. The order first of all-extends 
price control to all prices hitherto exempted (e.g. fresh vegetables, 
apples, fish ; the uncontrolled food items comprised about 10% of the 
food budget before the order came into force). The President stated 
his intention to allow no further increase in the average price level. 
Price increases will be allowed only where they are required by existing 
law (as in the case of agricultural prices which have not yet reached 
parity) and will have to be offset either by subsidies or by a decrease in 
other prices. The price policy is thus going to be made more elastic, 
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im being no more a general ceiling, but the stabilisation of average 
Se This is a definite progress, provided that the average to = 
stabilised corresponds to the actual cost of living of the majority o 
consumers. The execution of the programme Is, however, so far by no 
means assured. Whether sufficient subsidies will be provided depends 
on the attitude of Congress ; the reduction of some prices without sub- 
sidies to compensate for other price increases is by no means an 1m- 
practicable policy, if, for example, economies of standardisation (on the 
model of utility clothing in Britain) are envisaged, but it is not certain 
whether price increases in other fields can be fully offset by these means. 
So far there is no reasonable guarantee that the present ‘ non plus ultra 
‘in price policy will be more effective than the earlier ones. Among the 
factors which are bound to exercise continued pressure against the price 
ceiling, apart from the demands of farmers (who recently renewed their 
struggle for revision of parity laws in Congress), is the increase in working 
time to 48 hours, which has been decreed so far only for areas with acute 
labour shortage, but which, if it gains wider application, may tend to 
raise cost in civilian industries slightly (in so far as the increased over- 
time bonus is not offset by reduction of overheads due to concentration.) 

With regard to wages the order carries the stabilisation policy one 
stage further. There are to be no more wage increases except in the 
case of obvious inadequacy of the wage to provide a sufficient standard 
of living. Between November 1942 and the present Order wages were 
already stabilised, but with the proviso that increases could still be 
granted on application to any group of workers whose wage rates had 
ngt yet reached a level of 15% above what they had been in January 
1941 (‘ Little Steel formula’). It seems that the new Order will exclude 
wage increases on this account, as it admits only insufficient living 
standards as an argument for wage increases. Apart from that it con- 
stitutes a direct negative answer to trade union demands for the discon- 
tinuation of wage stabilisation on the basis of the Little Steel formula, 
and more especially to the demands of the railwaymen and miners for 
wage increases which go beyond the Little Steel formula. At the same 
time, however, the provision that salaries should be limited to $25,000 
net of tax failed to become law owing to the obstruction of Congress. 

The necessary corollary of wage freezing is the widest application of 
compulsion in the labour market. The Order prohibits any worker to 
leave his job to secure higher wages, unless the transfer is authorised. 
It envisages thus an ‘essential work order’ for all industries; this very far- 
reaching step is only a logical outcome of the wage freezing policy, which, 
without it, would naturally tend to deprive some industries of their 
man power. A special order of the Man Power Commissioner in the 
meantime made the binding of workers to their jobs effective for war 
industries and agriculture. Another consequence of wage freezing 
is that transfers from one industry to another will have to be effected 
mostly by the use of compulsory powers. Such unlimited powers to 
“hire and transfer’ workers were given to the Manpower Commission: 
already in December. The legal machinery for carrying through the 
desired distribution of manpower is thus available, but it remains to 
be seen how it will work in practice. 
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